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RAILROAD COMMISSION OF TEXAS

PETITION FOR DE NOVO REVIEW OF THE
DENIAL OF THE STATEMENT OF INTENT |
FILED BY ATMOS ENERGY CORP., MID- .
TEX DIVISION BY THE CITY OF DALLAS;
STATEMENT OF INTENT TO INCREASE
GAS UTILITY RATES IN THE
UNINCORPORATED AREAS SERVED BY
THE MID-TEX DIVISION

GASUTILITIESDOCKET NO. 9869

FINAL ORDER NUNC PRO TUNC

Notice of Open Meeting to consider this Order waly gposted with the Secretary of State within tiheetperiod
provided by law pursuant toEK. Gov'T CODE ANN. Chapter 551, et seq. (Vernon 2004 & Supp. 2008he Railroad
Commission of Texas adopts the following finding$aet and conclusions of law and orders as foltows

FINDINGS OF FACT

1. Atmos Energy Corp., Mid-Tex Divisio®MAtmos@ is a utility as that term is defined in the Texddity Code
and is subject to the jurisdiction of the Railrd@ammission of TexasACommissioi@).

2. Atmos owns and operates a gas distribution syttat provides gas service to customers locatddnthe City

of Dallas @Dallas®. Atmos provides gas distribution services toiems customers located in the following counties:
Anderson, Archer, Bandera, Baylor, Bell, Bosquea#8is, Brown, Burleson, Burnet, Callahan, Cherokdddress, Clay,
Coke, Coleman, Collin, Comanche, Cooke, Coryelllld3a Delta, Denton, Eastland, Ellis, Erath, Falannin, Fisher,
Foard, Freestone, Gillespie, Grayson, Gregg, HamilHardeman, Haskell, Henderson, Hill, Hood, HapkiHouston,
Hunt, Jack, Johnson, Jones, Kaufman, Kendall, kémgx, Lamar, Lampasas, Lee, Leon, Limestone, Llaviiadison,
McLennan, Milam, Mills, Mitchell, Montague, NavarrdNolan, Palo Pinto, Parker, Rains, Red River, Rsbe,
Rockwall, Runnels, Rusk, San Saba, Scurry, ShawkklEmith, Somervell, Tarrant, Taylor, Throckmoitdom Green,
Travis, Van Zandt, Wichita, Wilbarger, Williamsdnise, Wood, and Young.

3. On November 5, 2008, Atmos filed a statemeribight to increase rates within the City of Dall@sxas. On
March 25, 2009, Dallas denied Atmosate request and reduced Atmostes for providing gas service to customers
located within Dallas.

4, On April 23, 2009, Atmos filed with the Commizsia petition foide novoreview of Dallas denial of Atmos
statement of intent and reduction in rates. Atmmagduded in its petition forde novoreview a request that the
Commission reinstate Atmesrates for gas service that the utility was chaygprior to Dallas March 25, 2009,
ordinance reducing the utilitg rates.

5. On April 23, 2009, Atmos filed with the Commisia statement of intent to change rates in theconporated
areas served by Atmos. Atmos has proposed thaatee become effective on May 28, 2009. The istaé of intent
was docketed as GUD No 9870 and was consolidatéldeblfxaminers into GUD No. 9869.

6. On May 19, 2009, the Commission suspended thiementation of Atmos proposed rates for up to 150 days.

7. In support of its request to reinstate ratesdstrsubmitted a supersedes bond, in the amount,09$587, to
protect the rate-payers pending the issuance aha &nd appealable Commission decision estabtishiist and
reasonable gas utility rates for the gas serviamot provides within the City of Dallas. The comsios approved
Atmos= supersedes bond on June 18, 2009.
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8. On May 1, 2009, the City of Dalla8@allas@ intervened in this proceeding. On April 27, 90¢the Staff of
the Railroad Commission of Texa8Staff@ intervened in this proceeding. On May 11, 200®% State of Texas
(AStated), by and through the Office of the Attorney GehefalTexas, Consumer Protection and Public Healthsidn,
Public Agency Representation Section, intervenethis proceeding. No other persons intervenedd fiprotests or
otherwise participated in this docket.

9. On May 8, 2009, Atmos filed a Motion to AdoptintoProposed Procedural Schedule which extended the
statutory deadline in this proceeding until Novembé, 2009, and was granted by the Hearings Examiagsigned to
this docket on May 12, 2009. On December 2, 20@®0s filed a letter requesting an effective ddtéwgust 2, 2009,
and thereby extending the statutory deadline mdbicket until January 29, 2010.

10. Atmos: proposed rate increase will affect approximateB;444 residential, 2,016 commercial, and 74
industrial sales and transportation customers éacatithin the environs, and approximately 200,928 dential, 20,562
commercial, and 137 industrial sales and transpontaustomers located within the City of Dallagx@s.

Test Year

11. The test year in this case was the 12-montioghending June 30, 2008.

Books and Records

12. Atmos maintains its books and records in acmed with the requirements of the Federal EnergyuiRéory
Commissiors (FERC) Uniform System of Accounts.

Notice and Hearing

13. For its customers located in the City of Dallasmos Mid-Tex published notice once each week four

consecutive weeks in newspapers of general cifoalat each county in which Atmos provides gas iserv Notice was
published once a week for four consecutive weekgnbéng November 11, 2008 and ending the week afeder 1,
2008. For customers located in the environs, Atmawvided notice by means of a bill insert begignon May 22,
2009 and ending on June 19, 2009.

14. On August 4, 2009, the Examiners mailed by és¢hiStates mail, postage prepaid, a NoticHearing to all
affected parties giving notice of the final hearittgbe conducted in Austin, Texas, at the officéshe Railroad
Commission of Texas on August 18, 2009.

15. On August 4, 2009, the Examiners mailed by éthiBtates mail, postage prepaid, a Notice of Hgawonall
county judges of the counties in which affectedt@uers reside, giving notice of the final heartogoe conducted in
Austin, Texas, at the offices of the Railroad Cossitun of Texas on August 18, 2009.

16. The Hearing convened on August 18, 2009 andceasluded on August 21, 2009.
Rate Base

17. The total amount of costs identified and atitidble to Poly 1 pipe replacement is $59,838 arsdoean removed
from Atmos- rate base.

18. Atmos proposed adjustments to gross plant,naglated depreciation, and ADIT balances for theetpariod
January 1, 2009, through March 31, 2009, in artafiling submitted by Atmos on August 4, 2009. nmisis added more
than 1,200 new projects in the August 4, 2009 terfitng which totaled approximately $33 million capital investment
to be added to Atmos’ rate base. Atmos’ propasaldd 1,200 new capital projects to rate basesiAuigust 4, 2009,
errata filing is unreasonable because the ComnnisEigaminers and intervenors in this proceedingatchave adequate
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time to review the data. It is unreasonable fanés to make post-test year adjustments to gross, plecumulated
depreciation and ADIT for the time period Januar@09 through March 31, 2009.

19. It is reasonable for the Commission to remdnee Xanuary through March 2009 plant additions &, #32,028
for Mid-Tex and $268,610 for SSU for a total remlove$33,060,638 from Atmos’ rate base.

20. It is reasonable for Atmos to update its testrydata through December 31, 2008, for known aedsorable
changes.

21. The net plant amounts shown in the attacheddstdbs are reasonable for the plant that is usdduaeful in
providing gas utility service.

22. Atmos initially requested a Cash Working Cdmtijustment to rate base of ($31,935,075). Atopdated this
request to ($33,017,661).

23. Atmos prepared a lead-lag study to determingnaount of cash working capital.
24. The evidence establishes that Atmpsoposed collection lag period of 17.95 days ésomable and accurate.
25. The billing lag is the one-day lag between irgog payment and having funds available to drashatbank. It

is reasonable for Atmos to use a one-day billimg la

26. The evidence establishes that a 42.02 dayagi®xpense lag is reasonable and accurate.

27. The evidence establishes that a 24.64 dayl&dtai expense lag is reasonable and accurate.

28. The evidence establishes that a 29.41 dayatmr-lO&M lag is reasonable and accurate.

29. The evidence establishes that a 95 day lagancliise fees paid is reasonable and accurate.

30. The evidence indicates that Atmos made an apite adjustment to prepayments related to loazgreceipts

taxes of $4,875,708 and no further adjustment éeseary.

31. A negative cash working capital of ($33,0171)68 set out in the attached schedules is just asbnable.

32. It is reasonable to remove from rate base refimgcosts of $71,293 that were allocated to Atfnos Shared
Service Unit as part of Project Nos. 010.11352 @1 11353.

33. Accumulated Deferred Income Taxe®ADIT @ arise because Internal Revenue Code timing reugints
related to the recognition of tax assets and gl differ from the timing requirements estabéidhby U.S. Generally
Accepted Accounting Procedures (GAAP). Atmgsoposed treatment of ADIT is reasonable.

Expenses

34. Atmos proposal to include $5,062,755 in Shared Servideg incentive compensation in thisequest,
consisting of $1,989,982 in SSU incentive compeasatapitalized and $3,072,774 of SSU incentive pensation
expensed, is unreasonable because the Shared eSemit incentive compensation is not tied to puldafety, and
therefore it is more appropriate that shareholteer incentive compensation expenses as customearstdenefit from
Atmos= incentive compensation plan.

35. Atmos= proposed adjustment to annualize employee baseiesaland to include a 3.5 percent annual merit
increase which occurred and was effective Octob20@8 is reasonable.
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36. Atmos= proposed overtime expense level is reasonableubecthere is no evidence that establishes Atmos
incurred unnecessary overtime expenses or mismdritsgemployees so that excessive overtime wastdikgng the test
year.

37. Atmos proposed employee benefits expense is based grdfested per employee cost from an actuarialystud
performed by Towers Perrin and is reasonable aodssary.

38. Atmos proposal to average the uncollectible expensehi@e years 2006, 2007 and 2008 is reasonable and
necessary.

39. Atmos proposed outside services expense is reasonableegessary.

40. Atmos: proposed distribution load dispatching expensénduhe test year was reasonable and necessary.

41. Atmos= proposed test year level of gasoline expense lisasonable because the test year level of gasoline

expense was atypical. As a result, Dallasoposal to normalize gasoline expense is reaseraid therefore Atmes
gasoline expenses should be reduced by ($473,187).

42. Atmos: proposed test year level of pipeline integrityitegexpense is reasonable and necessary.
43. Atmos proposed test year level of pipeline employee Bgpés reasonable and necessary.

44, Atmos: proposed test year level of relocation expenseasonable and necessary.

45, Atmos: proposed test year level of office supply expesseasonable and necessary.

Rate of Return and Cost of Capital

46. It is reasonable for Atmos to use a quarteisc@unted Cash FIowADCF@ model as one method to determine
a reasonable cost of equity because Atmos andotin@anies in the proxy group make dividend paymenta quarterly
basis and the quarterly DCF model accurately reflde cash flows an investor receives.

47. It is not reasonable to include four compank&sergen, EQT, ONEOK, and Questar, in a proxy griarmp
purposes of determining Atme<sost of equity because these four companies genarhigher percentage of revenues
earned from non-gas distribution activities thaesi&tmos and the other proxy group companies.

48. The inclusion of an estimation of flotation t0&s not necessary, reasonable and required eésmige Atmos
cost of equity because there is no evidence thttibn costs affect the opinions of investors.

49, It is not reasonable for Atmos to use a growate utilizing analyst estimates of future EPS dtofor the
individual companies used in the proxy study beeahsre is no evidence that estimates of future g®&th rates for
the individual companies in the proxy group aréal#é, accurate, and capable of forecasting tharduEPS growth of
these specific companies with accuracy and reitgbil

50. It is not reasonable for Atmos to use the faséed yield on the twenty-year Treasury bond inA®PKa study
because there is no evidence that the forecastéligireasonable, reliable or accurate.

51. It is reasonable to use Atmosictual capital structure of 48.91 percent commaquitg and 51.09 percent
long-term debt for purposes of determining Atmegeighted average cost of capital and allowable oatreturn.

52. It is reasonable to use Atrmoactual cost of long-term debt of 6.88 percentgiamoses of determining Atmes
weighted average cost of capital and allowable gateturn.
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53. It is reasonable to use a cost of equity oflQ(ercent for purposes of determining Atmageighted average
cost of capital and allowable rate of return.

54. An overall rate of return of 8.60 percent based\tmos weighted average cost of capital is reasonable.

Shared Services

55. Atmos’ proposed allocation of both the Waco &mdarillo call centers and Cost Center 1158 usirgeR? is
reasonable.

56. Atmos did not make additions to accounts 3993%B.02, and 399.24 in 21 months sufficient taéase the
balances in these accounts to a point where thayldmoot be fully depreciated. It is reasonablerémove the
depreciation expense of these three accounts fierndst of service.

57. Atmos’ proposed treatment of Cost Center 15G2rporate Secretary, Cost Center 1162 - BenefitsoAnting,
Cost Center 1226 - Customer Service, Cost Cent2B 12Customer Revenue Management, and Cost CedAGS 1
Employee Development is reasonable.

58. Atmos’ proposal to allocate costs for SharedviBe Unit Cost Centers 1109, 1115, 1148, 1200,512P26,
1227, and 1228 based on allocation factor Rate4Bdr8% is reasonable.

Rate Design

59. Atmos= proposed minimum customer charges for all ratessels, as shown in the attached schedules are
reasonable because they will allow for a higheovecy of fixed costs and result in a rate structilna is more de-
coupled from volume usage than Atmgsrevious rates.

60. Atmos’ proposed declining usage adjustmenbigeasonable.

62. Atmos’ proposed weather normalization calcatats reasonable.

Affiliates

63. Atmos has established that Blueflame is ariai#fi of Atmos Energy Corporation and the expensésted to

Blueflame for property insurance are reasonablersugssary. The price charged by Blueflame to Atimaot higher
than the prices charged by it to other affiliateslivisions or to a nonaffiliated person or enfity property insurance.

Regulatory Asset

64. In order to enable the Commission to considemtroper classification of ad valorem expenseeadlto working
gas in storage, it is reasonable to book this esg®ias a regulatory asset for consideration iméxé Atmos Pipeline-
Texas case.

65. In order to enable the Commission to consilergroper classification of WACOG to FIFO and thiIOAP
Section 263A issues of ADIT that are related tokivay gas in storage, it is reasonable to book itvestment as a
regulatory asset for consideration in the next AR@eline-Texas rate case.

GRIP Refunds

66. Atmos placed two projects in its 2007 GRIPn{liwith the City of Dallas: Project Nos. 080.23988d
080.23337. Both projects involved pipe additiom&\tmos= distribution system. At the time of the 2007 GRiling
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the projects were tied-into the Atmos system. Haweneither project was placed in service attitme of the 2007
GRIP filing because no gas was flowed through tleekéitions. At the time of the 2007 GRIP filingetie two projects
were not used and useful in providing gas seracétmos= customers. Therefore Atmos should refund all amtou
collected for these projects under the 2007 GRIRgfi The amounts to be refunded are $1,972,865°foject No.

080.23983 and $1,000,038 for Project No. 080.23337.

67. Atmos: proposal to recover certain expenses associatidfiwancial hedging in the utiliys Rider GCR are
not reasonable and therefore should be denied.

CONCLUSIONS OF LAW

1. Atmos Energy Corp., Mid-Tex DivisiolAAtmos@ is a "Gas Utility" as defined in BX. UTIL. CODE ANN.
' 101.003(7) (Vernon 2007 & Supp. 2008) dnt21.001 (Vernon 2007 & Supp. 2008) and is therefargject to the
jurisdiction of the Railroad CommissioACommissioi@ of Texas.

2. Under EX. UTIL. CODEANN. ' 102.001(b) (Vernon 2007 & Supp. 2008) the Commissias exclusive appellate
jurisdiction to review an order or ordinance of amcipality exercising exclusive original jurisdiah over a gas utility.

3. The Commission has jurisdiction over Atmos arithds= petition forde novoreview under Ex. UTIL. CODE
ANN." 102.001, 103.051, 103.054, 103.055, 104.001 aAd20a (Vernon 2007 & Supp. 2008).

4. This Statement of Intent and Petition for Revieas processed in accordance with the requirentdritee Gas
Utility Regulatory Act (GURA), and the Administraé Procedure Act, 8X. Gov'T CobE ANN. " 2001.001-2001.902
(Vernon 2000 and Supp. 2004) (APA).

5. Under Ex. UTIL. CODE ANN. ' 102.001 (Vernon 2007 & Supp. 2008), the Commissias exclusive original
jurisdiction over the rates and services of a ddiyuthat distributes natural gas in areas owtsid a municipality and
over the rates and services of a gas utility thegmits, transports, delivers, or sells natural gaa gas utility that
distributes the gas to the public.

6. In accordance with the stated purpose of thea3 éxilities Code, Subtitle A, expressed undex.TUTIL. CODE
ANN. ' 101.002 (Vernon 2007 & Supp. 2008), the Commisdias assured that the rates, operations, and service
established in this docket are just and reasortalitastomers and to the utility.

7 TEX. UTIL. CODEANN. ' 104.107 (Vernon 2007 & Supp. 2008) provides the @@sion's authority to suspend
the operation of the schedule of proposed rate$30rdays from the date the schedule would othergisinto effect.

8. The proposed rates constitute a major changkefased by EX. UTIL. CODE ANN. ' 104.101 (Vernon 2007 &
Supp. 2008).

9. In accordance with BX. UTIL. CoDE ' 104.103 (Vernon 2007 & Supp. 2008), 1&XT ADMIN. CODE ANN.
' 7.230 (2002), and 16eK. ADMIN. CODEANN.' 7.235 (2002), adequate notice was properly provided

10. Atmos did not meet the required burden of piacdccordance with the provisions ofX: UTIL. CODE ANN.
' 104.008 (Vernon 2007 & Supp. 2008) on the elemehits requested rate increase identified in thideo, and as set
forth in the schedules and tariffs attached hereto.

11. The rates and tariffs proposed by the Examjraerset forth in the above findings of fact artdcited hereto, are
found to be just and reasonable, not unreasonabfenential, prejudicial, or discriminatory, ande aufficient, equitable,
and consistent in application to each class of wmes, as required byeK. UTIL. CODEANN. ' 104.003 (Vernon 2007 &
Supp. 2008).

12. The overall revenues as established by thénfiisdof fact and attached schedules and tariffse@asonable; fix
an overall level of revenues for Atmos that wilkpé the company a reasonable opportunity to eamaaonable return
9
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on its invested capital used and useful in progdéervice to the public over and above its readenabd necessary
operating expenses, as required Bx.TUTIL. CODEANN. ' 104.051 (Vernon 2007 & Supp. 2008); and otherwimaply
with Chapter 104 of the Texas Ultilities Code.

13. The rates and tariffs set forth in the findilnggact and attached schedules will not yield tm8s more than a
fair return on the adjusted value of the investapiital used and useful in rendering service topihiglic, as required by
TEX. UTIL. CODEANN."' 104.052 (Vernon 2007 & Supp. 2008).

14. It is reasonable for the Commission to allounés to include a Cost of Gas Clause in its ratggdoide for the
recovery of all of its gas costs, in accordancé @ TEx. ADMIN. CODE"' 7.5519 (2002).

15. All expenses for lost and unaccounted for gasxcess of 5.0 percent shall be disallowed, ctargisvith TEX.
ADMIN. CoDE' 7.5519 (2002).

16. Atmos is required by 16eX. ADMIN. CODE ' 7.315 (2002) to file electronic tariffs incorporajirates consistent
with this Order within thirty days of the date bfg Order.

17. Rate case expenses for GUD No. 9869 will besidened by the Commission in accordance wilx.TUTIL.
CODEANN. ' 104.008 (Vernon 2007 & Supp. 2008), and EXTADMIN. CODE' 7.5530 (2002), in a separate proceeding.

18. Atmos' mailing of notice meets the statutorgl ame requirements of notice and provides sufficieformation
to rate payers about the statement of intent anidfiea the requirements imposed undeexTUTIL. CODE ANN.
' 104.103(b)(2) (Vernon 2007 & Supp. 2008) and E&. ADMIN. CODEANN. ' 7.230 (2002), and 16eK. ADMIN. CODE
ANN.' 7.235 (2002).

IT ISTHEREFORE ORDERED that the rates, rate design, and service chagablished in the findings of fact and
conclusions of law and in the attached scheduleAtinos are herebffPPROVED.

IT ISFURTHER ORDERED that, in accordance with TB=x. ADMIN. CODE §7.315, within 30 days of the date this
Order is signed, Atmos shall file tariffs with tkas Services Division. The tariffs shall incorgereates, rate design,

and service charges consistent with this Ordestaed in the findings of fact and conclusionsast land shown in the

attached Schedules.

IT ISFURTHER ORDERED that Atmos shall not charge any rate that hasdaeh successfully filed and accepted as a
tariff filing electronically pursuant to 8x. UTIL. CoDE § 102.151 and 104.002 and 16XTADMIN. CODEANN. 8§ 7.315
(2008).

IT ISFURTHER ORDERED that Atmos shall be allowed to establish a regujaasset for the ad valorem taxes related
to working gas in storage. In addition, Atmos Ebal allowed to establish a regulatory asset fpiti{g costs associated
with Accumulated Deferred Income Tax for UNICAP Bee 263A, (2) the WACOG to FIFO change, and (3)aamount
equal to the rate of return approved in this dofdethe Accumulated Deferred Income Tax itemstesldo working gas

in storage. Atmos shall record these amounts eORegulatory Assets (Account 182.3). These dadeitems shall
be considered, along with the investment in worlkgag, for inclusion in rates for Atmos Pipeline-&sxn that entity’s
next filed rate case. If the Commission determitied such deferred items are not properly inclubtethe rates of
Atmos Pipeline - Texas, the items shall be furttheferred until the next Atmos Mid-Tex rate casedilafter the final
decision in the Atmos Pipeline-Texas rate casénfdusion with the working gas investment in thenis Mid-Tex rates.

IT IS FURTHER ORDERED that Atmos shall refund to its customers $1,972,8&% Project No. 080.23983 and
$1,000,038 for Project No. 080.23337.

IT ISFURTHER ORDERED that this Order shall not be final and effectiveilutwenty days after a party is notified of
the Commission’s Order. UndeeX. Gov'T CoDE § 2001.142(c), a party shall be presumed to haea Inotified of the
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Commission’s Order three days after the date orwttie notice is actually mailed. If a timely naotifor rehearing is
filed by any party at interest, this Order shalt hecome final and effective until such motion i®ouled or, if granted,
this Order shall be subject to further action by @ommission pursuant toeX. Gov'T CoDeE § 2001.146(e), the time
allotted for Commission action on a motion for ratieg in this case prior to its being overruleddperation of law, is
hereby extended until 90 days from the date therdsdserved on the parties.

IT ISFURTHER ORDERED that all proposed findings of fact and conclusiofsaw not specifically adopted in this
Order are herebRENIED.

IT ISALSO ORDERED that all pending motions and requests for rel@f previously granted or granted herein are
herebyDENIED.

All requested findings of fact and conclusions @i Iwhich are not expressly adopted herein are deniéll pending
motions and requests for relief not previously ¢gdror granted herein are denied.

SIGNED this 23" day of February, 2010.

RAILROAD COMMISSION OF TEXAS

/s
CHAIRMAN VICTOR G. CARRILLO

/s
COMMISSIONER ELIZABETH A. JONES

/s
COMMISSIONER MICHAEL L. WILLIAMS

ATTEST:

Rachel Hampton
SECRETARY

BEFORE THE
RAILROAD COMMISSION OF TEXAS
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STATEMENT OF INTENT OF CENTERPOINT
ENERGY RESOURCES CORP. D/B/A
CENTERPOINT ENERGY ENTEX AND
CENTERPOINT ENERGY TEXAS GAS TO
INCREASE RATES ON A DIVISION-WIDE
BASISIN THE HOUSTON DIVISION

GASUTILITIESDOCKET
No. 9902 (Consolidated)

w W W W W W

FINAL ORDER

Notice of Open Meeting to consider this Order waly gposted with the Secretary of State within tiheetperiod

provided by law pursuant to Tex. Gov't Code Ann.a@ib51, et seq. (Vernon 2004 & Supp. 2008). Théréad
Commission adopts the following findings of factiaronclusions of law and orders as follows:

10.

FINDINGSOF FACT

CenterPoint Energy Resources Corp. d/b/a CenterBarrgy Entex and CenterPoint Energy Texas Gas
(“CenterPoint”) is a gas utility as that term idided in the Texas Utility Code.

On July 31, 2009, CenterPoint filedséatement of Intend increase rates on a division-wide basis in the
Houston Division.

The implementation of the proposed rates were swgzEon August 18, 2009.

The Houston Division includes areas in Fort Bendrid, Montgomery and Walker counties and provides
natural gas service within the following municipialé: Bellaire, Bunker Hill Village, Conroe, Cut@Shoot,
Deer Park, Galena Park, Hedwig Village, Hillshirdlage, Houston, Humble, Hunters Creek Village,id&x
City, Jersey Village, La Porte, Meadows Place, blissCity, Nassau Bay, New Waverly, Oak Ridge Nprth
Panorama, Pasadena, Piney Point, Roman Forest, [Sugh Shenandoah, South Houston, Southside Place,
Spring Valley, Stafford, Webster, West Universitaé¢e, and Willis.

CenterPoint also filed a Statement of Intent tagase rates in those jurisdictions affected byptioposed rate
increase on July 31, 2009.

The Commission has jurisdiction over CenterPoirt @ver the matters at issue in this proceedinguaunisto
Tex. Util. Code Ann§§ 102.001, 103.003, 103.051, 104.001, 121.081,062, and 121.151 (Vernon 2008).
The statutes and rules involved in this proceedinlyde, but are not limited tdex. Util. Code Ann88 104.101,
104.102, 104.103, 104.105, 104.106, 104.107, 104.104.301, and 1®Bex. Admin. Cod€hapter 7.

Notice of the proposed increase was published austul5, 2009, August 18, 2009, August 25, 2008, an
September 1, 2009.

The cities of Galena Park, Jacinto City, South§itbee, and West University ceded their originakfliction to
the Commission pursuant to GURA § 103.003(a).

The Cities of Hedwig Village and Hunters Creek &jé denied the proposed rate increase and CermierPoi
appealed. That case was docketed as GUD No. 29@al of CenterPoint Energy Resources Corp., d/b/a
CenterPoint Energy Entex and CenterPoint Energya$eéxas, from the Actions of the Cities of Hedwitaye
and Hunters Creek Village.

The cities of Bunker Hill Village, Conroe, Hilshikéllage, Houston, Humble, Jersey Village, Nassingy
Point Village, Pasadena, Shenandoah, Spring V#likgge, and Stafford denied the proposed increase
CenterPoint appealed and that case was docketeddBaNo. 9929 Appeal ofCenterPoint Energy Resources
Corp., d/b/a CenterPoint Energy Entex and CentenPBnergy Texas Gdsom the actions of Bunker Hill
Village, Conroe, Hillshire Village, Houston, Humblersey Village, Nassau Bay, Piney Point Village,
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11.

12.

13.

14.

15.

16.

Pasadena, Shenandoah, Spring Valley Village, aatidst.

The cities of Deer Park, Meadows Place and Miss0ityialso denied the proposed increase and CeoitdrP
filed an appeal that was docket as GUD No. 9%4iheal ofCenterPoint Energy Resources Corp., d/b/a
CenterPoint Energy Entex and CenterPoint Energya$éxas from the actions of Deer Park, Meadows Place
and Missouri City.

GUD Nos. 9908, 9929, and 9941 were consolidatexdtins proceeding, GUD No. 9902.

The following entities intervened in this proceeglin The City of Houston and the Houston CoalitiéiCaies
(“City of Houston/Houston Coalition” or “COH/HCCepresenting the City of Houston, the City of DBark,
the City of Pasadena, the City of Humble, and thg & Meadows Place; the Gulf Coast Coalition di&€3
(“GCCC") representing Bunker Hill Village, Jerseyllsige, Nassau Bay, Shenandoah, and Spring Valley
Village; the Steering Committee of Cities (“SCC8&presenting the City of Conroe and the City of Galge
North; the State of Texas (“State”) and Staff &f Bailroad Commission (“Staff”).

The hearing in this matter commenced on Novemb20@9, and was concluded on November 6, 2009.

On October 14, 2009, the Commission issued anitmt®rder and ruled as follows:

a. The issue of whether a utility may seek system-widies shall not be litigated in this
proceeding. The ruling, however, did not precllidgation regarding whether CenterPoint
has established that system-wide rates are apptegar the Houston Division.

b. For purposes of 16 Tex. Admin. Code § 7.5519(ajpeollectible gas cost is a “gas cost.”
CenterPoint must establish, however, that it isoaable for it to recover the gas cost portion
of uncollectible expenses through its purchaseagasstment clause.

C. Issues related to the federal income tax rate tapgpdied in this proceeding shall be precluded
from further litigation. The ruling, however, ditbt preclude litigation of other calculations
used to arrive at the proposed allowance for fddiecame taxes.

d. Rate cases expense will be considered by the Cariamis accordance with Tex. Util. Code
Ann. § 103.022 and 8104.008 (Vernon 2008), and Aémin. Code § 7.5530, in a separate
proceeding.

The Commission also determined that it shall carsiirectly any issues related to the prudencéef t
company’s gas Costs.

Rate Base

17.

18.

19.

20.

CenterPoint’s proposed level of adjusted rate aset reasonable.

The Statement of Interiled included a rate base requested based ugotesitryear period ending March 31,
2009, adjusted for construction work in progress @no-formaadjustments through March 31, 2010.

Consistent with prior Commission determinationg] as established through the evidence presentédsinase,
apro-formaadjustment is merely an estimate of investmertsrttay be made at some time in the future, and is
not reasonable.

There was no evidence presented thaptbeformaadjustments in the initial filing were known aneasurable.
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21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

CenterPoint filed an update to its initial rateregse request based upon the test-year periodge8dptember
30, 2009.

The updated filing was made on October 29, 20G8r afefiled direct testimony regarding the initsthtement
of Intentwas filed, and three working days prior to the otencement of the hearing.

As of October 16, 2009, CenterPoint had not clateblooks and records for the month of Septemb8820
No workpapers were provided in support of the Oet&9, 2009, update and plant in service was re\tise
include an expenditure in the amount of $3,679,8%& had not been included in the origiSthtement of

Intent

The parties have not had adequate time in thistoasealuate the updated filing prior to the comomnent of
the hearing.

An adjustment to the test-year ended March 31, 2fad%known and measurable changes updated for GiaP
had been placed in service through June 30, 26G8asonable and all parties have had an opportonieview
those figures.

Based on a test-year ended March 31, 2009, adjimtétiown and measurable changes through Jun20B9,
a total original cost of $867,477,455, a total resdor depreciation of $430,343,142, and a toglpant of
$367,489,848s just and reasonable.

The removal of storage gas from rate base is reddon

CenterPoint has not established that a cash woddpgal requirement of $2,151,434 is just andoeable.
CenterPoint has not established that its proposheiction lag is just and reasonable.

Factoring accounts receivables reduces collectign |

CenterPoint factors accounts receivable and therfag arrangement entitledccounts Receivables Factoring
Arrangementis not reflected in its calculation of the cotiea lag.

The factoring arrangement with its affiliate depsvhe Houston Division of any benefits relateéattioring and
is not reasonable.

Evidence in the record established that CenterPaisithe ability to factor between 27.35 to 65.88ent of its
accounts receivable.

It is reasonable to consider a factoring arrangénvbrrein 27.35% of the accounts receivable armifad and
that the costs associated with that level of fastpin the amount of $23,139 is just and reasonable

A factoring arrangement with zero days indicated there is no lag in the factoring transaction antherefore,
not reasonable.

A factoring arrangement with one day indicates thate is a one day lag in the factoring transaddiod is
reasonable.

The billing process proposed by the company is@pprately six days for residential and commercial
customers.

CenterPoint has not established that the billirazess requires a full six days and evidence imaberd
established that the company was able to procssiithin three days of the meter reading date tad other
14
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40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

utilities have a shorter billing lag of 1.36 or 2.d@ays.

A billing lag of approximately three days, or 2.&8ys is reasonable.

The billing process is reasonable and six daystomplish those tasks is not just and reasonable.
CenterPoint has established that a gas expensefild@d56 days is reasonable.

Adjusting the gas expense lead calculation fosIm#id before the due date is not necessary aspgnnent
may result in benefits to the utility.

CenterPoint has established that the O&M Labor tHdth.56 is reasonable.

The proposed adjustment to the company’s propoaedtion lead of 194.56 vacation days based upon an
assumption that vacation is not taken evenly thnougithe year is not supported by empirical eviéemar is a
vacation lead of three and a half years supponeghtpirical evidence. CenterPoint has establishatithe
company’s proposed vacation lead is reasonable.

CenterPoint has not established that its propospense lead of 29.24 days for O&M Non Labor was gursl
reasonable. CenterPoint was not able to prodwcaritlerlying invoices to establish the reasonalsienéits
calculation. The sample selected to calculateepense lead failed to properly recognize paymerntig
associated with numerous invoices. CenterPoilgddb recognize the comparable service periodttifikd in
other invoices. CenterPoint failed to correctlptcae the service period reflected on certain io@si  An
expense lead of 32.27 days is just and reasonable.

The expense lead proposed by CenterPoint for T@iesr than Income Taxes of 42.95 days is just and
reasonable and is not disputed by the partiesdggtbceeding.

CenterPoint’s proposal for 37.25 day expense leatefleral income taxes is just and reasonableigs i
consistent with the requirements of the Internald®ee Service and precedent of the Railroad Cononiss

A negative cash working capital in the amount 0,896,886 is just and reasonable.

An accumulated deferred income tax debit shouldoeancluded in the calculation of rate base untless
revenue that gave rise to the tax liability hasnb@educted from rate base.

Ratepayers provided the fund for the reserve amduiids from the reserve are available to thetytili

Including the associated accumulated deferred iectax debit imposes a carrying charge on fundsatepayer
has provided.

The reserve for total miscellaneous expense (Bdat)as not been deducted from rate base andditis
reasonable to include an accumulated deferred iadarmdebit in rate base for the tax liability asated with
this reserve.

The reserve for total employee benefit accrualsnieadeen deducted from rate base and it is ngbresole to
include an accumulated deferred income tax debdtiem base for the tax liability associated witis tieserve.

The reserve for rate case expense has not beentdddrom rate base and it is not reasonable todecan
accumulated deferred income tax debit in rate bkarsiie tax liability associated with this reserve.

CenterPoint established that ratepayers have potqusly provided the reserve for deferred Statehme Taxes
and it is reasonable to include an accumulatedrideféencome tax debit in rate base for the taxilitgb
associated with this reserve.
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57.

A total net accumulated reserve income tax of $81,250 based upon the test year ended March 39, 200
just and reasonable.

Expenses

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

CenterPoint has not established that a proposeddzgsoll amount of $31,486,917 is just and reaskena

CenterPoint refused to provide data related tottmber of vacancies. That data is necessary tfy ver
CenterPoint’s post test-year adjustment.

The base payroll for the test-year ended Marc2809, in the amount of $31,029,034 is just andarable.
Any attempt to adjust that figure through March 3010, is not known and measurable and is specelati

Merit increases reflected in the test-year levgdajroll are just and reasonable. Removal of tlamseunts
would reduce the base payroll level below test-yeels for the test year ended March 31, 2009.

CenterPoint based its level of overtime expenstesiayear levels for the test-year ended Marct2809. The
test-year level of overtime expense is consistetht tlve levels experienced from 2005 through 2@0®@| was
lower than the overtime expenses experienced i6.200

CenterPoint established that expenses relatedémtive compensation plans, long-term incentive shrait-
term incentive, are just and reasonable. The pramsded customer oriented goals related to tHeviing:
(1) phone responses, (2) customer satisfactioregar(3) resource utilization, (4) recordable iecitrate, (5)
lost time incident rate, (6) preventable vehicledent rate.

An adjustment to the test-year level of sick lesveot just and reasonable.

A reduction to the payroll expense requires ansdjant to expenses related to CenterPoint's emplegeings
plan and to payroll taxes.

CenterPoint proposed an adjustment to the medigareses determined for the test year ended MarcAGED.

The proposed adjustment totaled $1,430,421 andased upon a methodology that focused upon thesig
monthly expenses for medical expenses. The firattgr of the year generally has the highest le/etedical
expenses as established by examining data foretiedofrom 2006 through 2009. An adjustment bagszh
the historical average from January 2006 througie 2009 is reasonable and the test-year level diaale
expenses should be adjusted no more than $418,191.

The pension expense for the test-year ended MdrcB®9, was $836,915. CenterPoint proposed at@sist
year adjustment of $4,549,789. The proposed adgrgtis not just and reasonable.

The proposed adjustment to pension expense wasghk of a projected benefit obligation that i$ kiwown
and measurable. Improvements in the economy téhge the benefit obligation and CenterPoint has no
taken this into account.

The proposed adjustment to pension expense plaeasitire burden of the loss on the ratepayer, thargh
CenterPoint manages the funds and decisions matte hytility compounded the losses experiencetiérfand.

An adjustment to the test-year level of pensioreasg in the amount of $1,208,913 for the Houstasisin is
just and reasonable and an adjustment to the ¢estlgvel of pension expense for Corporate Sugpentices
identified by CenterPoint in the amount of $368,islRist and reasonable.

The post-retirement expense for the test year eltdgdh 31, 2009 was $2,084,924 and CenterPointqsexqh
an adjustment of $528,153.
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72. The proposed post test-year adjustment is nogjugtreasonable as the adjustment is not known aagdumable
and would raise the post retirement expensesdud hot realized since March 2006, including thanthly
amount recorded for the test year through Juned®.20

73. An adjustment test-year expense related to posenetnt expense in the amount of $145,806 is judt a
reasonable.

74. The post-employment benefits expense for the est-gnded March 31, 2009, was $176,950. Centei®oin
proposal to adjust this level of expense by $514j9fot just and reasonable. The adjustment wason
the quarter of the year that exhibited the highestl of expense in this category.

75. An adjustment to post-employment benefits expenasedh upon the expense for the period from Jand§ 2
through June 2009 is just and reasonable and trerefn adjustment in the amount of $57,488 tddkeyear
level of expense is reasonable.

76. CenterPoint established that it incurred reasonatienecessary expenses to respond to Hurricane tke
amount of $2,571,915. The amounts to be recovieoad insurance claims have not been finalized &gl i
reasonable to establish a separate tariff to altmevery of those reasonable expenses minus amaaougered
from the company’s insurance carrier.

77. CenterPoint has established that the utility's-yestr level of expense for gasoline expenseghtest year
ended March 31, 2009, is just and reasonable. €Tikero method for accurately determining the fijoice of
gasoline and an adjustment is not known and melalsura

78. CenterPoint has not established that an adjustfoetest-year levels of general liability, workemsmpensation,
and auto liability is just and reasonable. As tokers compensation, CenterPoint has not establitbtat
injuries and damages expense should include am@migrkers compensation claims as those claims ha
been paid by the company’s insurance carrier. épaint provided no explanation as to why thosecaezp are
included in the utility’s cost of service calcutati  As to general liability claims and auto lidyiclaims the
proposed adjustment based upon a ten-year noriiafiza not just and reasonable.

79. The record indicates that the level of uncolleetibkpense may be impacted by the Houston Divisi@e®ring
arrangement, although the exact impact has not aantified. Nevertheless, once the proposed lgfviehd
debt expense is corrected to remove an error iar@unt of $63,761, CenterPoint has establishedtthiavel
of uncollectible expense is just and reasonable.

80. Services are provided to the Houston Division framaffiliate, CenterPoint Energy Services Company.

81. CenterPoint established that except to the extjosted in the foregoing findings of fact the seed provided
by the affiliate are reasonableness and necessdrigsaallocation of costs from the affiliate avstand
reasonable and ensure that those expenses araabksand necessary and that the price chargée tdduston
Division are no higher than the prices chargedeysupplying affiliate to its other affiliates awvidions, or to a
non-affiliated person for the same item or clasieons.

82. Expect for issues related to factoring of accouatgivable, CenterPoint has established that thereses related
to corporate services chargesFERC account 903 are just and reasonable aedtrecreases are due in part to
increases in the volume and the average lengthlist ¢

Depreciation Expense

83. CenterPoint has not established that the depreniatipense for Account 392 is just and reasonable.
CenterPoint accounts for trailers in FERC Accou#®.3 Proper accounting requires that the experses b
booked to Account 392 and would impact the deptieciexpense for that account. An eight-year serlife

17



RAILROAD COMMISSION OF TEXAS BULLETIN NO. 886
February 25, 2010

for Account 392 and a depreciation rate of 12.5%ss and reasonable.

84. The depreciation rates proposed for Account 308r@llAccount 303.02 are just and reasonable.

85. CenterPoint has established that the adjustmemrtsciess accumulated depreciation are just andmabkn
Taxes

86. CenterPoint has not established that its propodpstanent to the test-year level of expenseafbwalorem

taxes is known and measurable.

Rate of Return

87. A capital structure of 44.40% debt and 55.60% gqsijust and reasonable.

88. A cost of debt of 6.334% is just and reasonable.

89. The current economic conditions have affectednallistries adversely, including the utility industry

90. A return on equity of 10.5% is just and reasonable.

Service Charges

91. CenterPoint established that the proposed sertiame of $47.00 for after-hours service calls was and
reasonable but has not added revenues to be gethémaiin the service charge. The proposed serviagge
will increase miscellaneous service revenue by XY,

Allocation

92. The proposed minimum system study based upon telogipe is just and reasonable and consistent with
precedent of the Railroad Commission.

93. The allocation methodology based upon a desigrstiady is just and reasonable and consistent webqutent
of the Railroad Commission.

Rate Design
94. CenterPoint established that the proposed billetgminants are just and reasonable. Althougimdingber of
customers continue to increase from year to yharsize of that increase has diminished and a dawhw

adjustment to the billing determinants is reasomabl

95. Residential rates, as shown on the attached ragslate, consisting of a monthly customer charg®l®.54 and
volumetric charges of $0.0308 per Ccf on all gdsmwes, are reasonable.

96. General Service-Small rates, as shown on the a&ttictte schedule, consisting of a monthly custarharge of
$14.59 and volumetric charges of $0.0403 per Cdcilbgas volumes are just and reasonable.

97. General Service-Large rates, as shown on the atagtie schedule, consisting of a monthly custartharge of
$191.00 and volumetric charges of $0.0554 per @cilbgas volumes are just and reasonable.
98. CenterPoint has established that its proposed ehaniipe tax adjustment tariffs and the proposeattnent of

franchise fees is just and reasonable:
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99.

100.

101.

102.

103.

104.

105.

a. In the Houston Division most of the delivery poiatge outside the city limits and the environs
customers do not share in the revenues generatda gunicipal franchise fees.

b. The proposed change assures transparency antiehaicovery of franchise fees is accurate and will
not result in an over recovery or under-recovery.

C. The proposed change is consistent with precedethiedRailroad Commission of Texas.

As a result of the requested change to the recafdranchise fees it is reasonable to require @eiterPoint
file as part of its tariff filing a current listingf each municipality and applicable franchisedseaeflected in the
attached tariffs.

CenterPoint has established that it is just ansomeable to recover a carrying cost for its investinme gas
storage through the Purchase Gas Adjustment Cindé¢hat it is reasonable to recover a carryinggghat the
pre-tax rate of return of 11.7940%.

CenterPoint has not established that it is readerfabit to recover the gas cost portion of unectible expense
through the Purchase Gas Adjustment Clause as idtaaccounted for the impact of factoring artthi not
established that proper reporting mechanisms go&age to track those expenses.

CenterPoint has established that the carryingaosite over or under recovery of gas cost shoulsebat six
percent.

CenterPoint has indicated its intent to cease Ingdggs costs through the use of financial instrusaen
Accordingly, it is reasonable to amend the curRantchase Gas Adjustment Clause to reflect thisgdhas
follows:

The cost of natural gas shall include the costasfgupplies purchased for resale hereunder,
upstream transportation charges, storage chafgespst of gas withdrawn from storage less
the cost of gas injected into storage, and anysé&etion-related fees, gains or losses and other
transaction costs associated with the use of vafioancial instruments used by the Company
to stabilize pricegprovided such financial instruments were enterdd prior to September

30, 2009 and were in effect as of February 1, 201Bxpenses related to the use of various
financial instruments used by the Company to stabprices shall not be included in the
purchase gas adjustment clause after December@IL2. 2

Additionally, CenterPoint is directed to continulanf) its annual report outlining its Gas Procuremlan and
an annual report analyzing its results from itsgiegl practices.

The rates reflected in the attached schedulesiat@nd reasonable.
CONCLUSIONSOF LAW

CenterPoint Energy Entex (CenterPoint) is a “GaktyJtas defined in Tex. Util. Code Ann. §101.003(
(Vernon 2007) and §121.001(2009) and is therefobgest to the jurisdiction of the Railroad Commissi
(Commission) of Texas.

The Railroad Commission of Texas (Commission) hasdiction over CenterPoint and CenterPoiftfatement
of Intentand appeals under Tex. Util. Code Ann. §§ 102.208,022, 103.054, & 103.055, 104.001, 104.001
and 104.201 (Vernon 2007).

Under Tex. Util. Code Ann. §102.001 (Vernon 20Qfig Commission has exclusive original jurisdictaver
the rates and services of a gas utility that digtds natural gas in areas outside of a municypaiit over the
rates and services of a gas utility that transrtriésisports, delivers, or sells natural gas tosaugitity that
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10.

11.

12.

13.

14.

15.

16.

distributes the gas to the public.

This Statement of Intent and Appeals were proceissadcordance with the requirements of the Galityti
regulatory Act (GURA), and the Administrative Prdoee Act, Tex. Gov't Code ANN. 882001.001-2001.902
(Vernon 2000 and Supp. 2009) (APA).

In accordance with the stated purpose of the Tefitises Code, Subtitle A, expressed under Texl. @ode
Ann. 8101.002 (Vernon 2007), the Commission hasrasgisthat the rates, operations, and serviceslisstath in
this docket are just and reasonable to customeksoetine utilities.

Tex. Util. Code Ann. 8104.107 (Vernon 2007) progdiee Commission's authority to suspend the operafi
the schedule of proposed rates for 150 days frendéte the schedule would otherwise go into effect.

The proposed rates constitute a major change aweddfy Tex. Util. Code Ann. §104.101 (Vernon 2Q07)

In accordance with Tex. Util. Code §104.103 (Ver2007), 16 Tex. Admin. Code Ann. §7.230 (2008), 46d
Tex. Admin. Code Ann. § 7.235 (2008), adequateceotias properly provided.

In accordance with the provisions of Tex. Util. @oainn. §104.102 (Vernon 2007 and Supp. 2009), 36 Te
Admin. Code Ann. 87.205 (2008), and 16 Tex. Adniinde §87.210 (2008), CenterPoint filed its Stateroén
Intent to change rates.

CenterPoint failed to meet its burden of proofdén@dance with the provisions of Tex. Util. CodenAn
§104.008 (Vernon 2007) on the elements of its retpakrate increase identified in this order.

The rates proposed by CenterPoint are in accordaiticé ex. Util Code Ann. 8§104.006 (Vernon 2007¢aase
the rates established for customers of each ers/moea do not exceed 115 percent of the averagjérates for
similar services for all municipalities served bgriferPoint in the same county.

The revenue, rates, rate design, and service chargposed by CenterPoint are not found to begjudt
reasonable, not unreasonably preferential, prepldior discriminatory, and are not sufficient, éghle, and
consistent in application to each class of consuagerequired by Tex. Util. Code Ann. §104.003 {\Ger
2007).

The revenue, rates, rate design, and service chargposed by CenterPoint, as amended by the Cciomis
and identified in the schedules attached to thdegrare just and reasonable, are not unreasopedfisrential,
prejudicial, or discriminatory, and are sufficieatjuitable, and consistent in application to edakscof
consumer, as required by Tex. Util. Code Ann. 8203.(Vernon 2007).

The overall revenues as established by the findififsct and attached schedules are reasonablanfoverall
level of revenues for CenterPoint that will perthi2 company a reasonable opportunity to earn anehte
return on its invested capital used and usefutaviding service to the public over and aboveéasonable and
necessary operating expenses, as required by TéxCode Ann. § 104.051 (Vernon 2007); and otheewi
comply with Chapter 104 of the Texas Utilities Code

The revenue, rates, rate design, and service chargeosed will not yield to CenterPoint more thdair return
on the adjusted value of the invested capital asetuseful in rendering service to the public,ezpiired by
Tex. Util. Code Ann. § 104.052 (Vernon 2007).

The rates established in this docket comport viighrequirements of Tex. Util. Code Ann. §104.058rf\6n
2007) and are based upon the adjusted value oftedeapital used and useful, where the adjustiee Vs.a
reasonable balance between the original costdiggseciation, and current cost, less adjustmentriesent age
and condition.
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17. The rates established in this case comply withaffigate transaction standard set out in Tex. \@ibde Ann. §
104.055 (Vernon 2007). Namely, in establishinga gtility’s rates, the regulatory authority may atbow a
gas utility's payment to an affiliate for the casta service, property, right or other item or éorinterest
expense to be included as capital cost or an erpetated to gas utility service except to the mixtieat the
regulatory authority finds the payment is reasoaanid necessary for each item or class of iterdgtsmined
by the regulatory authority. That finding mustlude (1) a specific finding of reasonableness awkssity to
each class of items allowed; and (2) a finding thatprice to the gas utility is not higher thae firices charged
by the supplying affiliate to its other affiliates divisions or to a nonaffiliated person for tlzen® item or class
of items.

18. In accordance with Tex. Util. Code Ann. §104.0541(vn 2007) and Tex. Admin. Code §7.5252, book
depreciation and amortization was calculated anaéght line basis over the useful life expectaaty
CenterPoint's property and facilities.

19. In this proceeding, CenterPoint has the burderradfounder Tex. Util. Code Ann. 8§104.008 (Vernor®2pto
show that the proposed rate changes are just asdmable.

20. Rate case expenses for GUD No. 9902 will be consitlby the Commission in accordance with Tex. @idde
Ann. 8104.008 (Vernon 2007), and 16 Tex. Admin. €8d.5530 (2008), in a separate proceeding.

21. It is reasonable for the Commission to allow Cdpeént to include a Purchased Gas Adjustment Clawuige
rates to provide for the recovery of all of its gasts, in accordance with 16 Tex. Admin. Code5%¥9 (2008).

22. All expenses for lost and unaccounted for gas oess of 5.0 percent shall be disallowed, consistéhtTex.
Admin. Code § 7.5519 (2008).

23. CenterPoint is required by 16 Tex. Admin. Code §3.@008) to file electronic tariffs incorporatingtes
consistent with this Order within thirty days oétHate of this Order.

24. CenterPoint is required by 16 Tex. Admin. Code3lL0.to utilize the Federal Energy Regulatory Corsiniss
(FERC) Uniform System of Accounts (USOA) prescrifednatural gas companies.

IT ISTHEREFORE ORDERED that CenterPoint's proposed schedule of ratesreblyDENIED.

IT ISFURTHER ORDERED that the rates, rate design, and service chasgablished in the findings of fact and
conclusions of law and shown on the attached Sd¢éedor CenterPoint akPPROVED.

IT ISFURTHER ORDERED that CenterPoint properly book assets in FERCwatisd396 and 392.

IT ISFURTHER ORDERED that, in accordance with 16 Tex. Admin. Code 8§3,3flithin 30 days of the date this
Order is signed, CenterPoint shall file tariffsiwibhe Gas Services Division. The tariffs shalbimorate rates, rate
design, and service charges consistent with thileQas stated in the findings of fact and conohsiof law and shown
on the attached Schedules.

IT ISFURTHER ORDERED that all proposed findings of fact and conclusiohkaw not specifically adopted in this
Order are herebRENIED. |T ISALSO ORDERED that all pending motions and requests for rel@fpreviously
granted or granted herein are her@BNIED.

IT ISFURTHER ORDERED THAT within 30 days of this order CenterPo8HALL electronically file tariffs and rate
schedules in proper form that accurately refleetriies approved by the Commission in this Order.

This Order will not be final and effective until 2@ys after a party is notified of the Commissianer. A party is
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presumed to have been notified of the Commissimdisr three days after the date on which the nadieetually mailed.
If a timely motion for rehearing is filed by anyrpaof interest, this order shall not become fiaatl effective until such
motion is overruled, or if such motion is grantéds order shall be subject to further action by @ommission.
Pursuant to Tex. Gov't Code §2001.146(e), the &illodted for Commission action on a motion for ratikeg in this case
prior to its being overruled by operation of laghiereby extended until 90 days from the date tterds served on the
parties.

All requested findings of fact and conclusionsa which are not expressly adopted herein are denidll pending
motions and requests for relief not previously ¢gdror granted herein are denied.

SIGNED this 23rd day of February, 2010.

RAILROAD COMMISSION OF TEXAS

/s
CHAIRMAN VICTOR G. CARRILLO

/s
COMMISSIONER ELIZABETH A.JONES

/g
COMMISSIONER MICHAEL L. WILLIAMS
ATTEST:
Rachel Hampton
SECRETARY
SECTION 6
MISCELLANEOUS
WILLIAM O. GEISE, GASSERVICESDIVISION DIRECTOR
1. OFFICE OF THE DIRECTOR

22



RAILROAD COMMISSION OF TEXAS BULLETIN NO. 886
February 25, 2010

A. Publications
1. Texas Utilities Code Titles 3 and 4. Now aualdaat the State of Texas’ website at:

http://www.statutes.legis.state.tx.us

Special Rules of Practice and Procedure andt&utivee Rules. Now available thru the
Commission’s Website at:

http://info.sos.state.tx.us/pls/pub/readtac$exuMiaC?tac_view=4&ti=16&pt=1&ch=7

a. Annual Report for Fiscal Year — Now availahie the Commission’s website at:

http://www.rrc.state.tx.us/data/gasservices/anptfadex.php

3. Six MCF Monthly Residential Gas Bill Analysis fowEnty-five Texas Cities - $2.00 — Now
available via the Commission’s website at:

http://www.rrc.state.tx.us/data/gasservices/sixmd&x.php

B. Interest Rate on Customer Deposits

We have been advised by the Public Utility Comroisghat the interest rate to be applied to customer
deposits in calendar year 2010 is 0.34%. All gésies should use 2.09% through December 31,
2009 and use 0.34% effective January 1, 2010.

2. UTILITY AUDIT SECTION
A. Maintains headquarters and three district offagfollows:
Headquarters - William B. Travis Building
1701 North Congress, P. O. Box 12967, Austin, $&8v01 Telephone (512) 463-7022
Ed Abrahamson, Director, Utility Audit Section aF (512) 475-3180

Pearl Rodriguez, Program Specialist

Dallas District- 1546 Rowlett Rd., Suite 107, @ad, Texas 75043 Telephone  (972) 240-5757

Fax (972) 303-1897
Yolandra Davis, Auditor
Josh Settle, Auditor
Austin District- P. O. Box 12967, Austin, Texas/18-2967 Telephone (512) 463-7022
Fax (512) 475-3180
Stephen Cooper, Senior Auditor
Houston District- 1706 Seamist Drive. Suite 501 Telephone (713) 869-8425
Houston, TX 77008-3135 Fax (713) 869-3219

Margie Stoney, Senior Auditor
Larry Alcorn, Auditor

Dale Francis, Auditor

LaToya Johnson, Auditor
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Konata Uzoma, Auditor

B. Gas Utility Tax, Annual Reportsand Audit Reports
1. Questions relating to gas utility tax, call PeasdRguez at (512) 463-7022.
2. Questions relating to annual reports, call Peadrigoez at (512) 463-7022.
3. Inquiries relating to audit reports, call Pearl Rgdez at (512) 463-7022.

C. Available I nformation
Copies of gas utility annual reports (2000 tcspre), as well as information relating to any &f ébove, A
through C, are available for review at the Willi@nTravis Building, Gas Services Division, 9th Ripo
1701 North Congress. All requests for copies nwgstmade in writing and should be addressed to the
Audit Section. Copies will be provided for a feepending on the volume of copy work desired, aldow
minimum of seven to ten business days for complatiorequests. Inquiries regarding copies shoald b
directed to the Audit Section at (512) 463-702Zax your request to (512) 475-3180

3. MARKET OVERSIGHT

A. Maintains the following office to assist you:
Headquarters - William B. Travis Building
1701 North Congress, P.O. Box 12967, Austin, $&&v11 Telephone (512) 463-7164
Mark Evarts, Director

B. Gas Utilities | nformation Bulletin
Published on the Commission’s web site at:
http://mww.rrc.state.tx.us/forms/newsletters/gdisyitiulletins/index.php

C. Proposals For Decision
Published on the Commission’s web site_dtttp://www.rrc.state.tx.us/meetings/dockets/indap.

D. Tariff Filings
Questions pertaining to the filing of tariffs @mdquality of service rules should be directedkithy
Arroyo, Yolanda Lovelace or Marie Blanco at (518B4/167.

E. Curtailments
Curtailment questions should be referred to (54@3-7167. Curtailment reports made Monday
through Friday, 8:00 a.m. to 5:00 p.m., shouldntesde to (512) 463-7167. Curtailment reports made
during hours other than those specified above aliddys, should be made to (512) 463-6788.

F. Compliance Filings
Questions regarding gas utilities docket compkafiling requirements should be referred to Markd
at (512) 463-7164.

G. Complaintsand Inquiries
All complaints and inquiries relating to the gasity industry should be directed to the Marketebsight
Section at (512) 463-7164.

H. Pending RRC Rules and Regulations:
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4, HEARINGSAND LEGAL ANALYSIS

A. Miscellaneous

Anyone wishing to obtain copies of appendice®tders appearing in Section 5 of this Bulletin $tiou
contact the Legal Division at (512) 463-7017.

B. Status of Pending Cases

The status of all pending cases listed in SectiofitBis Bulletin is for informational purposes pmind is
complete up to the time of printing of this Bulieti For a more accurate status of pending casssel
call the Legal Division at (512) 463-7017.
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